Approved For Release 2004/07/08,: CIA-RDP80R0173TR003000020009-2 

NSC REVIEW 
COMPLETED, 

y ** '*r m* r-nihi ?■!> m ” 1 0 / 31/03 

'• >C 5* >2, ".K. \JLICT TO¥V'3 I -A> 


'«*AO>r/, 15 4 and Ji, I $ } 5*m2 

Thera have been certain significant developments i t * oe direct? :n 
of settlement of the Anglo-Irar ian oil dispute slice a oar-. ml of i r 
54 ) 2 , 

# »• A consortium of ill coispaalea (40;* AlaCj 40,4 America > co.ej-c.nie 

20 * Shell and Snapagnie fmnealta das Fatrolen) is being disc lesed. in 
London. 9hU consortia* met organized will open negotiation-: vitt the 
Iranian Cover one r.t to reiriri. Iranian oil to world markets anri thus :-ry~ 
,f ide Iras with substantia’ revenues from 1 ' s oil res agrees . 

2. Komhl diplomatic relations have beet restored between Ira- 

and Tt . v;. 

3. The Iranian Parliament elected under .Aassacieq. bar Ikvu dis- 
banded, while control ed elections for the Senate aid iwsjl sc :v. e h *jt 
conducted w* t~» remarkable success f ir the Iro-'sniaent's slate if cait ti— 
dates and with little disorder in the country. 

4. An eminent American oil. expert, ar. fork! Id HieWr, k*a bena 
hired by the Iranian Vrwrniaent as i special adviser for oil letter . 

, < ihei-fl Is sc®e evidence that top Iranian officials fefl %ct§ .ire? 
greater understanding of tfea complexities and realities of thi Inta- 
nat tonal oil business durtssg tne paot months of "education 1 bj -r. } «rb» 
Hoover, ur. , I .3. Atsbxseado? rendersor and an extensive or -pup & Ja i-hs** 
paign by ulA and W\1A. 

6. Although there are still great political and psyeholtf ical 
factors in Iran which era Id disrupt any oil agreement which w; ,'■» aj «ar 
reasonable to international oil oott}ja&i*s , there new exist? t*» most 
favorable atmosphere for s ich a sett leaeut for three years pact or { 
the foreseeable future. (7* < r Tt Last minute developments v? 1 l ->,« aid'd 
to this section, bringing It up to data.) 

2F 15 e, ' so 5 tii-y 

As to the question of considering unilateral action with Iran j- 
there is no oil settlement by April 1, 1454, it would seen fchti- such 
action, ever If rant! eahl« , would be out of order while tie tfirrent 
negotiations are ir- urograne and nhbuld only be considered who :t a m: 
that the negotiations hate failed. 
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:? -i flUAflPJLr-3 1.5 , y*l 9*Q2 

It J* recommended that the data of April 1, 1354- , be chr r -ed r.u 
Jtme 3, 1954, la Paragraph 15 « of :"C 5432 (Courses of A-stit.n;. =' .’Lie 
paragraph would then r*v»i, ’’If much a Battlement huts not >eei read «*d 
by June 1, 1954, review of r.J. policy toward the problem . ..5i ilui 1 i.g 
giving conslderatf m t > tatelag indMpendant action w! thin Irm . in. t raer 
to bring about a reamoti on of reemau*# from its oil reso-iroee. 

Reference In uate to the * r-ee- xtitend* t ion for Action iy - (. ■»* <m 
M arch 18, 1954, submittal to the %HZB by the 4C8 '“-orkla,;; 9'oup for I m 
5402. A copy of thin lf> hereto attached. 

PAk&GHA -*?* 16, SaC 54-J2 

Since approval of i$£ $ie}2, Xmn has beer; granted r nil; loo dt iar 

additional eberger. cy economic -aid. This bring# to a total of >1 af ’if 
dollars the emergency aid Tented the Zahedi irovernment by tie 

An to the definability of prcr r ldii.g economic aid i: he f «f 

loans, it wap not possible, In riw of the urgency of Iran*# need S 
March to await the election of a Na.llie to consider accepninf s. foi - 
ei«T loan. It ie tho law of Iran that foreign loan# smist reeel ;« I -ill 
aparoval. f ?he t-sajlia vhian had b ®en convened under Moesaoeq hat tx e.s 
disbanded. and the new Majlis had not been, convened when the tee i ft r 
additional aid rn.tr most preening. In addition, it l# jxrohable that It 
would be political '/ unwise to propose consideration of a f >rei *n fit 
as the first buninoea «f toe new 

A1 though it may not be necessary to extend further srisrtesay tooe- 
sic aid to enable the ahull toverrment to meet its budgetary aofir^t 
prior to June >>, 1954, t‘*’re is no certainty that this will oe th* 
case. Latest advice indlenkss that ami 1 able aid will be barely m ■- 
floient until June 15. In any evert short of a recuaptioi od :il i 
hue# , it is quite likely that addi ti oaal aid will have to be .aude 
available In May or Jus# in order that the Sahedi Oevernacat *V.\ 1 : ir 
a position to meet its budgetary requirements in the period i B oedii t e ly 
following: June 30. r planning purposes, it is probably nee* soar j to 
assume a requirement for aaerganey soonoalc aid of approximate y r.« 
million per month. ; urthorsiore, it must be rocognixed t» t tain s* • r- 
gsney economic aid accomplishes its ourooae only as it cat. be trout Into 
Into the acquis! ti >a of 1 > :al currency by the Iranian Gov* rruw. t. ms > 
the procedures under vr.lch the aid is stade available are » xtaremu ly 
important , and utiles* the special procedure# employed in connect lot 'fit 
the recent ■:■( million sra-it are applied to future aid, dollar »5d *> 5 1 t 
have to be made available several month# in advance af the data w.v 
the Government of Iran ia expected to require the rial#. 
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BlCOHHSya&TIOS 16, riso 5 402 

It is rec->raisend«' thnt no chart ge be made. 

PAHAGBirS 17. wSQ SU)?. 

»0W| fd& 1# drafting this section. Merit In will F.lso be .M :e 
to propaganda support c niri hated by ujia. 

K3ocaM8t ! aig| '. , fr. 1 i » i 17. :■■ :c 5 frQ 2 

It »« reacsuienciQi t:mt no chAr.se be soda, 

PAWA6P-A ►« 13 . I SO 5^ *02 

‘Ul 1 consul tati os hae hern maintained with the ",L. ->n .X. si «i- 
t leant TJ, *>. move * toward f»ett3a*e*t of the oil dispot® ai d j*ro»i«i n e 
economic and technical aid to Ira*. Although there arc certain >:m mt* 
ia* profrlaws still under ditcueeiea between the two ^overtwente as i h* 
American and British oil companies, relations haww not b»ea 

unduly Impaired nor hat the 5 ?.ic. teen permitted, to veto any actios 
which the ha® considered ossetial to the achieves**’ t o’ the :-b J» 

tives set forth in ? ;;c !>«,?. 

Althoo^i there are --till great obstacles to overcoat, «'*i orfce to 
have the British a ud iron agree to a practical and equitable eolut.co 
of the oil problem at the earliest possible aoaer-.t bare 1 set. saris*, i sy 
euccesa or the following mjor points: 

1) A 100 levitation to flee American oil oaspanies, do jni hit ;r. 

Shell, and uatspagsie Praiicaise dee Petrolea to form a e<ort« ertd.ua to 
handle Iranian oil. 

2) A I<30 aeceptanoe t-f not me.-e than- a bi# share In the c mmr'tlm 

3) British aocsotew ce of the principle that the total ;'r’ tls . 
share ( Including British interest in the Shell Company' 3 sh/Sirr nS r ni.r 
be a controlling peroeutF . e of the coat or tin*. 

0*i several occasion* since approval of SSC 54o2, the * ..... Co* ; ruse 
has received aesuranoes rf full U. '. support to the £*hed 1 (^.v^raae-ct. 
There is a oil fie of I mi l an politician* who have local r*pu«*tlv« -<f 
being British agent*, .’hey have sot concealed their antagonism to 
f.ahedi and their desire tc replace hi* with one of their ntml-er. t If 
of coarse, always possible that taw ' r . W . -Wvernraent is inspiring tiwsae 
intrigues, hut it seem t fcore likely, in the considered ju- tenant of . t , 
Kffib&sey a «.d ‘ tst* ’.)« o&rti eat observer*, that those Iraaiau pi iitia ar.s 
are merely acting on their own initiative ir oureuaree of. thi-tr pm. jor* 
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(tabitioni. It-, either »»«, one to< ag is certain, there !* Si-uuf- 
fieient evidence of deliberate ’VI. CteveniiiSnt !nsti ( «ati ?r > ~ -rtr - 
Zahedl intrigues upon which to bao* ar.y protest. 

cm January 23, 115**, th* Attorney General expressed %ti >?iE on 
that participation of Anerioaa oil companies In the spec If it & ord wa*f 
consortium to eon tract vith the Government of Iran wlthli ti * arm. of 
the former AIOC oonoovsloa for production, refining and wxyisitl - < s 
petroleum a \d petroleum product «, woo* 4 not In tteslf cc >et? t«te •-•<■ 
violation of the anti-trust laws. This made it unrneo ns ;vry r >r t .. 
President to use his authority to approve voluntary agreeeet t- an ir- 
^raas under Section ?>8 (a) and (b> of the Defense brodecti •; Act of 
1950, as amended, (jirffcj The above section will he brought p t* 

&e necessary prior to beiaf submitted t:< the OC«.'i 

^EC-ra««mtw»s - tjk ytg 5*02 

It is re e earner del r.c change be saade. 

mm&M. Mx - g ga- 

»nff ♦ "he Jepartanrt of Defense is draft In* this section. 

19. 23. .tsc 9*02 

It is raeooraeniei that no efcaace be wade. 

PABAQBA.9H 21. SSC 5 V 3 

Ambassador Herders >1 has beta instructed to inform t>»* oah .nt 
the ij. s. and ’ ! .r. are l . agreeuea t that Iran's araed fortxm moult imn., 
capabilities beyond tho e of nai staining internal seeur* ty. uoh ‘’»a ■* 
should be developed ^rmdneVy and with due care not to f ver rurdes T -a t 
economy. 

As to Iran's JoiaiTg in regional defense amrangsmer ta, the i .ntt *-t 
made clear in conversations with floe President Kisor., rhbavsMor 
Henderson and military adviser* that It is premature for Irs to 

enter such arranger, asts. However, be has expressed a hi pa *0 I~ r 

armed force* develop a capability to oaks a significant contribution » 
regional defense, it will be. possible to acre in the direct in- oi ail i- • 
tary cooperation with I ■sir's nel fbbcrs. The '. 3. , ILK, uistl ftirld h 
Governments agr«* that this is net an appropriate time to .}?«-« f r b # 
dint* and, of necessity, pablle Iranian part lei pat i cm 1? re -si a»l ief - * 
as well as by 5 ndivldeal country defer.#* considerations. 

Tbrougii the provision of ttrent military aid and brainier. t|* J. 
Government is ansistin# Iran in developing military capability wfHon 
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would enable it effectively to enter into Military cooperation with it * 
neighbors and to eater Into any regional defense arrange; .en It flfbitii m 
be developed for the Middle Mast. 

giooswom^Ticai. ?&&§£&££ 21, i-so 5^02 

It la rao jaaeaded e.> change ins made. 

PAR&03JUH 22. ffSC 

25X1 


Ambassador Header* on and his Imbmssy Staff, constantly 1... com :aai 
with high level a of tha Iraaian Geverujaent, bear in sind tha desinbil 
ity of strengthening ia Irma the ability and deal re of tie £ ran las 
people to res let eorusnsist pressure. The effect of their influent- oa 
not be measured, but it 1 b bo to worthy that the Shah, 5*rl*>e Minister 
Zahedi and a oat leading .-aembern of tha Qo vernaent are futidatnr tall , 
an 1 1 -c oasaan 1 s t . 


The Shah asd Zahedi both realise the need to deuce strata to t ;* 
Iranian p.iblic the benefit* of a pro- we stern attitude ace th- irnpo fed r. 
of directing nationalist feelings into constructive charnel g. ^ r 
obstacles to a successful jurograai in this direction ares 

1) failure so far u. improve the extremely law level# «f liv 
of the great balk of the population. 

2) The historical concentration of the control of political , .ad 
economic Activities In a comparatively taall number of lead!*.,; fast .lie* 
who have consistently, though diauni tedly , resisted the effort* >? 
politically ambition* urban middle class elements to broaden parti ipa- 
tlon la the control of these activities, 

3) *h® political inexperience and lack of discipline oj the i ajli s 
the member® of which for the most part represent the ruling ari star- ra<g , 
and tend to support individuals rather than programs or principles* 

h) The Shah* s deep suapi alone of any atroag xViuo Mlnii to:* a* . hit 
resistance to M&Jlis attempts to control the .-dsecuti ve dmnoi of tie 
Government. 


The H»A Program h*s contributed to i -aple&sntation of thU poll oy 
by giving constructive employment to young educated Iran luma who at *t 
otherwise have been frustrated, unemployed and prey for a lint or*. 
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» 

■- I. 


mmmmm, satana «>■ m aag 

It is reecHsasnAod that no chatige be :.«tde . 

VUG &)2 

0 e, of , itA f f (ir tb » lr m4/55) approx 3IW, 

i_ r^t,! 07 * 54 * * h pl ' Ul tak * g jBta ««ooaat possible ail Harr artioa 
11 .ft *1 ! UPP ° 02 a «*n-Co*at»atet Oomnnsat in the sweat 
?!L «!!"?*** acb1 * 1 ••isura of power tr. ore >« ;.,«•« „f 

rhi ® plHJV ^ ovld *« for i-scsisary 
liaison vlth the ' sited A natom prior to Its srecution. 



25X1 


AlALjiscjfeag 

a_„ pl f n " fs>r J- • actior. la Che softtineaM? foresee.-; ta 

ra ^*^25 ere being studied la the Department of Mete, it .m« tx a 

fct Uli * tl “* t0 di » cu « ***** pl&nn vita oumx 
friendly delegations at the U.K. or with the .Secretary dear ml of . 

„ nn 2 ! *• * situation de^iops in which it it considered 4 entmhls to 
! f a * U ‘ 3a * 021 possible TJ.S. ectloa. w e w.m - 

* esafUsntial basis with fee 

SoTtmint, Since both turkey and Mkistee wow id undoubtadiy ;* ooa .>*m 

a ^T a ;^ Influence U I me, it *imt s**e be 

J ** the si twit iop deteriorates, to commit with Turkey and 
Pakistan in r*v*rd to concerted pleas for U.S. action in the c« tia*m,<iv 
foreseen in :*ra*raph *5. 

3. As affaire grow j^ogressi mly serious in Iran, and thi re s# 

Id l? ^ h °V* nc ?* aa 1 ******** 1 M^rsiaa. it eight be deuirtbi* t* 

V™ Jf* 111 * 11 JoT " rB,<et; %0 prspere and subeit a short "3t*tu* ,«pen 

the ^ 1 1 \ f * ' Wl * Ufor "* ti «* af 4111 U *»* **»h*«. #i*«r 
the heading of the -Iranis* nest in* which has raaained sines 1>*C in 

the list of mtters with which toe Security lounail is aels*^. ie fl , 

report, while It need not ball for debate or action, could serf# ns * 
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**“ *■»'* th * ***«‘i» «** ,.<* 

Mat to tiw^wLtah'. IT* i d b * “ **"“» th* Irani** I 

htt. h, tST* , *"r> *» Iran '* north.-* fro, 

established as a j* r t „/ UnitwVI at a» 

*» It. nMlaUuVtoWn “‘“£7 Tt^L 

exists international bansien^the* " i !?* tloC ia ftWNfe wi *^ +•* 

TOC can fa* "utm.**^i u» ™ r 

Of -tota. 1ft .ho,. Urrttorr !!'!’, *r! o! «• 

tSj* Security Oouasil b* tim ammJZ?** ^ b ® C0B,lac ^. *ltm 

t.. (Lltt!^™; IrySS-^f. - JT «*• WfU , 

observers wuld report t » th« n £ y iW *, f ls * ot la 

Sabeoasiaslea fcher^f, i*; fcrxy wnrm< _ b ^ G '3*al8«i <«, -r % 
aould be broa^ht qui a±. l« to*th« a 5f* ° th * * i * , **tie5t i toeraaTl 
CaunoU or ttoGaSrS JoseabS T> fche ! »■*« TH 

It could. Of course be essential ****** f ° TO ° f * uch °b#erver repoj 
for pombl. duty U m ^ri o/ U **‘ ^ 

Govern aent. (it l s wort** *r not% th^th^?*^? ' * * th “ 

actloa i® the f*oe of tSioaauniit !!* F \ 3 * otiri V . 

ift 1950 was taken os t » .. ll ® *f v “° *{e?ubife of Ks 

state#.) * by the tepabHe of Korea or by th* rjfe 


■ *ar 
U*r 


IsT 

*IM5 

5 .if 

Ml 

* 

.‘ • ai : 

: vC 

«r 

1 7 
a. 


Ui.SH 

- 1 'em , 

• O’Jft. 

"*a 

i £q&i 

..4 


u« » th. iraaur , lt «_ 

tbraateaed, that tbe autbcrity th* T nf ^ r *“ " , ® r * Nlag 

b#in « uaAe rained in « 0 «e jjtirt* of the eoLt^T^ B Imnlar! f; w«*«at was 
mcvaaaut, or that the le^tlaate Iraniar ^ -»*ta 

by illegal 3 uoh k eiSaIinI^™i*^ B "* nt ^ 

Security Couaoil or t.be a* a era i ».!« f re seated to th# ’ .”. 

into special eeeeion if n*eae*ary) as a^di^t^ 1 ^* 1, S-!rfe ' ** 611:64 
to the Ihdependencs of u fST dUt# " hre8t 5ntl 

of the Middle Sast. nation *ad th the pen je n,a «#, Ir ii 

..^.•sitsrs Jhe'tto 0 ^: ss- r °rr- -*« — - 

Of the remedial or oouater Itctioa tc he etlLht * 0 J* tn,a ® r M ‘> -e 
eiebt he considered are; («*) a , ; » ' A “^ a<s feb * *®«*-n*es *his 

•cease and desist* u , JJ: m th ! of ! #a41<i « to 

of Iran; (h) a fr.r. "cLd«t?S- %££”*** th * 

vi olat In^j the Charter or of an act Jf a~«^n / ** « Ult * f 

to if.S. Meahers ts render ae.ilta^^T !! 1 * “ p3 ** t¥ ^ •** 

Oovernaent of Iran as they aieht he t* * t,* up?ort to tia t‘f itia t* 

*i«ht he in a position to provide. (r ?noh 
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a resolute woull proUd® the »ta«p of :<.X. apisroral for vari a s tj * 

J.**"*?* fctl whlah Itates and other llke-a lad fed sat jite* 

'vi«h to rive to Iran under aueh conditions; j or (d> a sal fej 
the application under 1.3. auspices of " collective mmm' , - u t, * 
and scope rt.ssrde.i hs lost u.eef>il under the olreuas tames. 

Although State | □ and Defense are prepared to enter -ism self t 

*lth appropriate r sure sente ti ess eonaernin,c each if the *!* /* j 

such & iscussions have a »fc yet been c OBiaieueed . 

Mflag« »aftTlos 3 td(}M T >: g*, , n* $*02^ 

It is recoseendsd no change be asuie. 

£4MJ BAM 26. j§a Wij 

Ihe Joint Chiefs of Staff bare designated aa-l provide • ..ni4*aee or 
a re proses tat 1 ve to partlgipate In politiral-aiiitnry-ecmi win 4 : 000 * 
slons to establish a recesmeaded United States poeitloc in or«os rati * 
for talks with the British Cover seen t under tho provi «lon» >f this 
paragraph. 

©f the highly deli eats negotiations revere in* ; an ;* mlts 
b * la ^ CBrrlod °» a t ths present ti«e, ap areeuv’®® t r ». 

British regarding liairct are he Lag delayed. 

mQOimX^K ltS *>k ,AiP f j 26, KM jjgg 

It is recomaeadad no chan re he nade. 

P.VRACBA AH 27. yso HUQ2 

25X1 


MCOjWEiamaH. HAOR 4 y ! 2 7. »: y 51*02 

It is ree«*saende£ no change he mde. 
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tfSIA has expanded its program to include the asslgnaeat of off .oer 
to the three consulates in Iren and step up its pregraa ir tir f id jf 
press relations, distribution of ness, library services, etc. It Li 
extreaely difficult to was "ire the full effect of this pro bra*-, but it 
Is clear that, tbrouga ' loll efforts, a algnlf ioant amount if t-aterh • ■ 
which Is considered useful to U.S. purposes in Iran is distributed i _ic 
read by the local people, 

ft&COHMaFDATI^ Z2, ISO 5hQ2 

It is recoaaended that no chan, » be mde. 

PARAQM^T 23, NSC 54Q2 

The U.S, Sabassy at teliran has been requested to report ipa la*blm - 
Govermwnt planning to carry cut or propose for new legial,-.ti:r. any 
financial, Judicial, administrative and other reform. H ce toe Ii mdi 
Governaent has been primarily oancemed with the establish art and tain- 
tenance of security throughout Iran and with preparations for uegeti s.tia r 
a settlement of the Atgls>* Iranian oil dispute, it has been unaole t{ 

&ive auch attention to ref arias. The Embassy has been instructed to 
encourage, whsneTsr possible, the preparation of an Iranis; Ourerhsa* t 
refora program to present to the Majlis when it eonvsnes. There art 
available from the reports of previous advisory mission* to Iran and 
froa tax, land ref ora and siasilar experts now in the enploy of , \ «a , Ian* 
and program which could be used, by the Iranian Government as a basis 
for preparation of necessary legisletion. 

The Shah has not designated a successor. Probably the as in ras® 
can be found in his suspicion of any such successor. Ambassador ife# ter® 
has besn instructed to presn upon ths Shah, whenever a* appropriate 
occasion appears, the desirability ef designating a suoceesar. To d*ta. 
however, there is no indication that the Shah will do so. (mt r M: 9 A 
is drafting an addition to this section. 

immm mL zmmm m sm 

It is reooamended that no change bs mads. 
lAMaaAPR 24. 5b02 
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